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EAST EUROPE 


SFRY Struggles Against Economic Difficulties ee 
[RENMIN RIBAO 29 Jul] 
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Journal on Socialism, ‘Chinese Characteristics' K 9 
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NORTHEAST REGION 


Heilongjiang Leaders Attend Army Day Forum 28 July 
Heilongjiang Secretary at Army Day Get Together 
Sun Weiben Inspects Suihua Prefecture 

Gao Di Attends Jilin PLA Meeting 

Gao Di at Reception for Retired Cadres 

Gao Di Presides Over Forum Marking Army Day 

Gao Di Addresses Cadres Work Conference 
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TAIWAN 


Vice Foreign Minister on Rumored PRC-ROK Ties 
Spokesman Says No Team To Go to ‘National Games 
Bank Governor Sees Continued Currency Rise 

U.S. Pressure on Currency Revaluation Viewed 
Moves To Liberalize Monetary System in Progress 
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FOREIGN MINISTRY SPOKESMAN WEEKLY NEWS CONFERENCE 


Border Talks With USSR 
OW050849 Beijing XINHUA Domestic Service in Chinese 0802 GMT 5 Aug 87 


[Text] Beijing, 5 Aug (XINHUA) -- A spokesman of the Information Department of the 
Ministry of Foreign Affairs said here today that the Chinese government hopes to 
achieve progress in the border talks between China and the Soviet Union through joint 
efforts by the two countries. 


The spokesman made the above remarks when answering reporters’ questions at a press 
briefing this afternoon. 


He said: In February this year, China and the Soviet Union resumed border talks. The 
second round of Sino-Soviet border talks will be held in Beijing on 7 August. He 
pointed out: The boundary problems between China and the Soviet Union are left over 
from history. The Chinese Governinent has always maintained that boundary problems 
should be solved through diplomatic talks. 


When a reporter asked if the two sides would discuss issues related to disputed border 
areas in the second round of Sino-Soviet border talks, the spokesman said that all 
problems related to Sino-Soviet border areas will be discussed, including that of the 
alignment of the boundary line. 


Reiterates Stand on Iran, Iraq 
HKO51152 Hong Kong ZHONGGUO XINWEN SHE in Chinese 1118 GMT 5 Aug 87 


[Text] Beijing, 5 Aug (ZHONGGUO XINWEN SHE) -- Ma Yuzhen, a press spokesman for the 
Chinese Foreign Ministry, reiterated again that China would remain strictly neutral in 
the war between Iran and Iraq and would supply arms to neither. Ma Yuzhen said this at 
this afternoon's news briefing in reply to a question raised by a reporter. 


Ma Yuzhen said: UN Security Council Resolution 598 was unanimously adopted by its 15 
members. It is a reflection of the international community's anxious demand for an end 
to the war between Iran and Iraq. China hopes that this resolution will be thoroughly 
implemented. 


He continued: The UN secretary general is now mediating between the two countries. 
China hopes that both Iran and Iraq will cooperate with the Security Council and the 
secretary general by fairly and reasonably settling the dispute between them without 
delay. 7 


Ma Yuzhen indicated: In the event that the Security Council's resolution is not 
implemented and that the majority of its members feel need to begin discussing measures 
for ensuring its implementation, China will participate in the discussion. 
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Spokesman on Arms Sales 
HKO50951 Hong Kong AFP in English 0931 GMT 5 Aug 87 


[Text] Beijing, August 5 (AFP) -- China reiterated Wednesday that it had not sold 
weapons to Iran or Iraq, but said it had no way of finding out how foreign countries 
procured Chinese-made weapons through the international arms market. 


"The international arms market is very complicated. Therefore, we have no way of 
finding out how other countries procure their weapons from this market," Foreign 
Ministry spokesman Ma Yuzhen told a weekly briefing for Chinese and foreign journalists. 


He also reiterated that China had not sold weapons to Iran or Iraq. 


Mr. Ma declined to comment on whether China would take action to prevent Chinese-made 
Silkworm missiles from reaching Iran through indirect channels. 


Washington has said that satellite data shows that Chinese-made Silkworm anti-ship 
missiles are being deployed along the Strait of Hormuz, the narrow gateway to the 
oil-rich Gulf. 


China, which says it maintains a position of strict neutrality in the Gulf conflict, 
has consistently denied selling arms to Iran or Iraq. 


Mr. Ma also said that China would only move to participate in the resolution of the 
Gulf conflict if a recent U.N. Security Council Resolution calling for an immediate 
ceasefire failed to bring an early end to the war. 


"If the resolution adopted by the Security Council fails to be implemented, and if the 
great majority of the members of the Security Council consider it necessary to discuss 
measures to ensure the implementation of the resolution, China will be ready to 
participate in such discussion," he said. 


Beijing is studying a2 Kuwaiti request to put seme of its oil tankers under China's 
flag. The United States has already allowed Kuwaiti oil tankers to use its /lag. 


Chinese Vice Foreign Minister Qi Huaiyuan, who was in Tehran iecenti; for economic 
talks with Iranian leaders, said that China was "seriously examining’' a request by 
Kuwait to lease Chinese tankers for its oii exports. 

SRI Lankan-Indian Accord 
0W050913 Beijing XINHUA Domestic Service in Chinese 0821 GMT 5 Aug 87 
[Text] Beijing, 5 Aug (XINHUA) -- In answer to a reporter's question about China's 


comments on the Sri Lankan-I;dian peace agreement, a press spokesman of the Ministry of 
Foreign Affairs said here today: "We have noted reports on this question." 
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He said: "The Chinese Government consistently holds that Sri Lanka's nationality issue 
is that country's internal affair. We hope that there will be an early, appropriate 
settlement of that issue. We also hope that Sri Lanka and India will develop their 
friendly relations on the basis of the Five Priticiples for Peaceful Coexistence." 


Asked by a reporter whether Sri Lanka has requested military aid from China to help 
solve its northern problem, the spokesman pointed out that the Chinese Government's 
policy is not to intervene in the internal affairs of other countries. [Beijing XINHUA 
Domestic Service in Chinese at 1126 GMT on 5 August transmits a service message 
deleting this paragraph. } 


UNCTAD RESOLUTION CONDEMNING ISRAEL SUPPORTED 


OWO41826 Beijing XINHUA in English 1740 GMT 4 Aug 87 


[Text] Geneva, August 4 (XINHUA) -- The United Nations Confernce on Trade and 
Development yesterday approved a resolution which condemns Israel's policy practised on 
territories under its occupation. 


The resolution, tabled by Cuban delgates in the name of developing countries, was 
approved by a vote of 80 to 2, with 32 abstentions. 


The Chinese delegaticn was among those voting for the resolution, which is entitled 
"The Economic Situation in Occupied Territories.” 


Commentary on UNCTAD Session 
OW050240 Beijing XINHUA in English 0146 GMT 5 Aug 87 


{"Commentary: Who Is Responsible for the Deadlock in North-South Relations (By Yang 
Yunhua and Qu Jingjing)"' ~- XINHUA headline] 


[Text] Beijing, July 5 (XINHUA) -- The refusal by some developed countries, especially 
the United States, to take some responsibility for helping developing countries has 
caused the seventh session of the United Nations Conference on Trade and Development 
(UNCTAD) to fall far short of anticipated results. 


The 26-day session, which began June 9, ended with a final document which shows no 
substantial progress improving North-South relations, though there was broad agreement 
on the state of the world economy as a whole, and acknowledgement of the difficulties 
facing developing countries. 


Improving North-South relations and prompting development is one of the most pressing 
problems confronting the world right now. Twenty-three years have passed since the 
North-South dialogue was put high on the agenda of the international community in 1964, 
when the first session of UNCTAD was held. But in the years thereafter, the disparity 
between the poor and rich countries has widened, and North-South relations, instead of 
improving, are deteriorating. 
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The 143-nation conference dealt with four main topics -- funding and financial 
resources, commodity prices, trade, and the least developed countries. The 
constructive attitude of the developing countries has not been matched by the developed 
countries. While the developed countries emphasized that they were not undertaking 
specific commitments, developing countries said the final document did not go far 
enough in spelling out concrete measures. So the conference, originally scheduled to 
end July 31, dragged on for three additional day: and nights. 


The final document adopted by consensus called on the major market economies to seek 
“coordinated policies to promote stable, sustained, non-inflationary growth," without 
urging them to make specific commitments. 


The document stressed that each country is responsible for its own economic well-being, 
ignoring the responsibility of developed countries in promoting the economic 
development of the Third World. The developed countries maintained that Third World 
economic development depends on world economic growth. But what they actually mean is 
that if developed countries experience sustained economic growth, developing countries’ 
economies would automatically improve. 


Developing countries are faced with unprecedented economic difficulties which have 
affected the growth of the world economy. The growth rates of Third World countries 
have fallen drastically, while their balance of payments have deteriorated. Their 
debts have reached one trillion U.S. dollars. With the decline of their export 
earnings, the capacity of many Third World countries to develop their own resources has 
fallen rather than risen. 


These problems, to some extent, are brought about by the deficiency of their policies 
and economic structural problems. But the more important reason stems from the fact 
that the world economic and financial systems are controlled by some economic giants. 
Relying on their economic supremacy, the developed countries still control the lifeline 
of many developing countries through the activities of multinational corporations. 


Thanks to their financial resources and their international network, many 
mul.:inationals are in a position to intervene in the market by steering trends to suit 
their own ends. Most developing countries are still taken as raw material producers, 
export markets and places for investment. Their economic development is subjected to 
unfair treatment and serious constraints. 


Current North-South relations resulted from the imperialist and colonialist rule of the 
past and is unfair by nature. Most developing countries have been exploited in varying 
degrees by developed countries. This is the fundamental cause of economic 
underdevelopment of the developing countries, as well as for the failure of improvement 
in North-South relations. 


The issue of North-South relations is a matter of security for the world economy. The 
slowdown of the world economic growth has now spread all over the world. Developing 
countries are the immediate victims. If their economic situation keeps deteriorating, 
it is unlikely that the industrial nations will be able to achieve sustained economic 
growth or that the debt crisis will be relieved. 
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Thanks to the efforts of the participants, the current session of UNCTAD adopted the 
final document. The document recommended remedies for a wide range of Third World 
problems, from a drop in commodity prices to their lowest level in half a century to 
environmental problems caused by the exploitation of natural resources. But the 
document did not live up to the expectations of the developing countries. 


Conference President Bernard Chidzero, Zimbabwe's finance minister, told delegates that 
their “serious dialogue™ had produced only "modest results in an environment which 
called for decisive action in the face of grave international economic problems." To 
strengthen North-South dialogue and to improve North-South relations is likely to be a 
protracted and arduous task for the people of all countries. 


SOVIETS PRESENT ARMS REDUCTION PROPOSALS 


0WO10011 Beijing XINHUA in English 1544 GMT 31 Jul 87 


[Text] Geneva, July 31 (XINHUA) -- The Soviet Union today presented a draft treaty to 
the United States on cutting strategic nuclear missiles. 


Before a meeting at the U.S. mission, the deputy head of the Soviet delegation to the 
Geneva arms control talks Aleksey Obukhov said the new proposals “promote disarmament 
in all areas." 


But he added that a treaty on controlling space weapons is a "prerequisite" to any 
agreement on a 50-percent reduction of strategic arms. The Soviet Union made a 
proposal to the United States on curbing space weapons July 29. 


Before the arrival of the Soviet delegation, American chief negotiator Ronald Lehman 
told réporters that the United States “has been waiting for nearly three months" for a 
Soviet response to a draft treaty Washington put forward May 8 that called for a 
50-percent cut in nuclear arsenals over seven years. 


He said it is unreasonable for the Soviets to insist on linking space weapons to 
strategic weapons and called for an agreement on “offensive s.rategic missiles" to 
precede discussion of limiting space based weapons. 


The two nations agreed at their summit in Reykjavik, Iceland, last October to cut their 
strategic arsenals in half. Put the Soviet Union insists that an agreement on 
strategic weapons be linked to r2strictions on Washington's Strategic Defense 
Initiative program, the plan to build a space-based missile shield known popularly as 
the "Star Wars" project. The U.S. has rejected any linking of Star Wars to strategic 
weapons cuts. 


Le‘wman said signing an agreement on intermediate nuclear forces -- now the subject of 
intense negotiation in Geneva -- would bode well for an accord on strategic weapons. A 
strategic arms agreement would in turn help along a treaty on space weapons, he added. 
The U.S.-Soviet arms talks in Geneva cover intermediate-range nuclear forces, strategic 
arms and space arms. 
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USSR MAY LEAVE MISSILES IN EAST EUROPE 


0WO10928 Beijing XINHUA in English 0804 GMT 1 Aug 87 


[Text] Moscow, August 1 (XINHUA) -- A senior Soviet official has threatened to leave 
Soviet missiles in Czechoslovakia aud Democratic Germany if the United States insists 
on maintaining its Pershing warheads in Federal Germany. In an interview with REUTER 
Friday, Viktor Karpov, head of the Soviet Foreign Ministry's Arms Control Department, 
said his country wanted elimination of all Soviet and U.S. nuclear missiles with a 
range of from 500 to 5,000 kilometers. "But if the Americans want to keep their 
warheads on the Pershing lAs, then let us consider another approach -- for example 
retaining our shorter-range rockets in Czechoslovakia and the German Democratic 
Republic,” REUTER quoted Karpov as saying. 


Over the past week, the U.S .-owned warheads on the 72 Federal German Pershing-lA 
missiles have become the main obstacle to an intermediate nuclear force treaty 
following agreement by Soviet ieader Mikhail Gorbachev to scrap medium-range missiles 
in Europe as well as in Asia. The Soviet Union reaffirmed that these U.S.-owned 
warheads must be eliminated if the two superpowers really want to achieve a "double 
zero option” disarmament pact on intermediate nuclear forces. 


U.S. SAYS START TALKS WITH USSR ‘IN DIFFICULTY' 


OWO10131 Beijing XINHUA in English 0057 GMT 1 Aug 87 


[Text] Washington, July 31 (XINHUA) -- The State Department said today that the 
Strategic Arms Reduction Talks (START) between the United States and the Soviet Union 
is in difficulty, but an agreement is still possible this year. 


In a comment on the draft treaty on reducing long-range strategic weapons presented by 
the Soviet Union in Geneva today, State Department spokesman Charles Redman said the 
draft “incorporates the same unacceptable linkage that would hold hostage strategic 
offensive reductions to measures that would in effect kill the SDI program." However, 
he said, it was “a welcome step forward from the past Soviet approach of proposing 
highly generalized documents containing only basic principles". 


With each side now has a draft treaty on the table, "we can begin the sustained effort 
necessary to put together a joint draft text and to negotiate the remaining 
differences," he said. The United States does "not minimize the extent of those 
differences, or the difficulty of the task," he said. But, he said, "we are confident 
that, if the Soviet Union is willing to work with us, the two sides can complete a 
strategic offensive arms reduction treaty rapidly, perhaps even this year." The Soviet 
draft treaty still links any cuts in the strategic arms to limitation on the U.S. 
Strategic Pefense Initiative, or the "Star Wars" program. 


Deputy head of the Soviet negotiating team Aleksey Obukhov told reporters in Geneva 
that an agreement on space and defense systems to include limits on the U.S. "Star 
Wars" program is “a necessary prerequisite’ for an accord on long-range weapons. On 
Wednesday, Soviet negotiators submitted a new proposal on space weapons which still 
insists that the United States confine research and testing SDI missile-defense 
technology to laworatories. Today's Soviet START draft treaty was in response to the 
one tabled by the United States on May 8. 
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U.S. REJECTS USSR CHARGES ON INCITING TATARS 


0WO10141 Beijing XINHUA in English 0054 GMT 1 Aug 87 


{Text] Washingtrn, July 31 (XINHUA) -- The U.S. State Department rejected today 
charges by the Soviet Union that U.S. Embassy officials in Moscow had incited the 
recent demonstrations by the Crimean Tatars. 


Spokesman Charles Redman said the U.S. Embassy tried "to maintain contact with as many 
different elements in the Soviet populations as possible, including the Tatars," but 
“this has nothing to do with the absurd charges of inciting riots." He argued that to 
establish and maintain contact with a broad spectrum of the local population is "one of 
the most important functions of any embassy." "There is nothing illegal or improper in 
this." 


The Soviet news agency TASS reported yesterday that the Foreign Ministry had summoned 
U.S. Embassy officials and deliverd an oral protest accusing American diplomats of 
trying "to inspire nationalistic manifestations" and "anti-social actions" by the 
Tatars. Hundreds of Tatars staged sit-ins at the Kremlin Wall last week to press calls 
for the creation of an autonomous Crimean homeland. 


U.S. SUPPORTS DIRECT NORTH, SOUTH KOREAN TALKS 


0W040732 Beijing XINHUA in English 0539 GMT 4 Aug 87 


[Text] Washington, August 3 (XINHUA) -- The U.S. Government "fully supports" a 
proposal by South Korea for direct talks between South Korea and the Democratic 
People's Republic of Korea (DPRK), U.S. State Department spokesman Charles Redman said 
today. South Korea proposed today that the foreign ministers of the DPRK and South 
Korea have an “open agenda" meeting, which would permit them to discuss any issue of 
mutual concern. 


Redman called the proposai "a new far-reaching and flexible initiative" to break the 
deadlock between the two parts of Korea and resume North-South dialogue. Redman said 
that the proposed meeting would afford South Korea and the DPRK "an opportunity to 
chart the future course of North-South dialogue." 


The spokesman said the U.S. applauds South Korea's “vision and determination in 
pressing ahead with realistic, practical proposals for tension reduction and other 
meaningful steps toward peaceful reunification," and also urged the leaders of the DPRK 
"to respond positively.” 

There have been no direct contracts between the DPRK and South Korea for 18 months. 


LI_PENG MEETS U.S. AVIATION MANUFACTURERS 


0W01N824 Beijing XINHUA in English 0816 GMT 1 Aug 87 


[Text] Beijing, August 1 (XINHUA) -- Chinese Vice-Premier Li Peng met Jim Worsham, 
vice-president of the McDonnell Douglas Company, U.S.A., Albert W. Blackburn, associate 
administrator of the U.S. Federal Aviation Administration, and their party here today. 
Chinese Minister of Aviation Industry Mo Wenxiang was present. 
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JOINT AIRCRAFT VENTURE USES MORE LOCAL PARTS 


0WO11126 Beijing XINHUA in English 1113 GMT 1 Aug 87 


[Text] Shanghai, August 1 (XINHUA) -- The MD-82 passenger airplane made by a Sino-U.S. 
joint venture in Shanghai will gradually begin to use more Chinese parts, said the 
corporation's president. 


Gareth C.C. Chang, president of McDonnell Douglas China Technical Service Inc., said at 
a press conference on Friday, 25 MD-82 planes will be made in China by 1991, according 
to an agreement between the McDonnell Douglas Aircraft Corporation, the Shanghai 
Aviation Industrial Company and the China Aviation Equipment Corporation in 1985. 


In the first phase, during which six planes will be built, McDonnell Douglas will 
provide all parts which will be assembled in Shanghai. 


In the second phase, during which the other 19 planes will be built, more and more 
locally produced parts will be used, including the main and front landing gear doors, 
cargo bay door, rear service door. The next phase might see China make the nose and 
tail of the aircraft. Eventually China hopes to contribute /0 percent of all the parts 
for the aircraft. 


Chang said that the 12-year-term agreement involves 700 million U.S. dollars in 
investment and technology transfer fees, the largest Sino-U.S. technology transfer 
project so far. 


YANG SHANGKUN MEETS U.S. NEWSPAPERMAN 


0W010948 Beijing XINHUA in English 0631 GMT 1 Aug 87 

[Text] Beijing, August 1 (XINHUA) -- Yang Shangkun, member of the Political Bureau of 
the Chinese Communist Party Central Committee and vice-chairman of the Central Military 
Commission, had a friendly conversation here this morning with Fu Chao-chu, president 
of the Chung Newspapers Limited of the United States. 

Following the meeting, Yang hosted a luncheon in Fu's honor. 


U.S. OFFICIAL URGES MORE INVESTMENT IN PRC 


0W040744 Beijing XINHUA in English 0647 GMT 4 Aug 87 


[Text] Washington, August 3 (XINHUA) -- Richard Gillespie, vice president of the 
National Council for U.S.-China Trade, said here today the U.S. Government should 
create favorable conditions for technology transfer to and investment in China. 


Testifying before the House Subcommittee on Oversight and Investigations, the vice 
president said the willingnes of an increasing number of American companies to invest 
in China is improving U.S. competitive position, and the China competitiveness "is 
hindered to some degree by U.S. Government export control policy", and also the lack of 
concessionary or mixed financing for the U.S. expor’s. 
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He said investment does offer American companies a platform for further trade 
expansion, and U.S. Government policies and programs therefore must be designed to 
enable U.S. industry to compete to full advantage in the technology transfer and 
investment sectors. 


Gillespie criticized American media speculation that China's planned economy leaves no 
room for an active market in resources and equipment. He added that such stories “miss 
the poir.t of why American companies continue to do business in China.” 


About 272 American companies that have invested in equity joint ventures in China know 
the problems well and have concluded that the risk of staying out of China, which the 
World Bank has identified as the world's fastest growing economy over the coming 15 
years are greater than the risks of going in, according to the vice president. 


He said his council's study concluded that these problems are not keeping companies out 
of China, nor are they persuading those firms already there to leave. 


He said his study had documented a number of significant improvements in China's 
investment environment. Sino-foreign joint ventures have gained increasing access to 
China's domestic market. Criticism of Chinese workers has diminished now that Sino- 
American joint ventures can hire laborers directly and develop their own programs to 
organize and motivate the labor firce. 


Congressman Ron Wyden said technology transfer and encouragement of China's opening up 
"is in the economic, politica. and strategic interests of the United States." 


Wyden criticized federal agencies of "moving too slowly in granting export licenses for 
non-strategic technologies" to China. Instead of allowing U.S. businesses to build 
economic bridges to the newly approachable Chinese, federal agencies "too often are 
erecting harriers -- and for no good reason.” 


He called this "a trade wall" built by the United States which will eventually hurt 
both nations. 


CHI 5 Aug 87 INTERNATIONAL AFFAIRS 
NORTHEAST ASIA 


WU XUEQIAN MEETS DPRK VICE FOREIGN MINISTER 


0WO31110 Beijing XINHUA in English 1103 GMT 3 Aug 87 


[Text] Beijing, August 3 (XINHUA) -—- Chinese State Councillor and Foreign Minister Wu 
Xueqian here today met a visiting delegation from the Foreign Ministry of the 
Democratic People's Republic of Korea (DPRK) headed by Vice Foreign Minister Kim 
Chae-suk. The Koreans arrived here this afternoon. 


KPA TO Piocka:°S 100,000 OFFICERS, MEN 


OWO311!. "eiring XINHUA Domestic Service in Chinese 0140 GMT 31 Jul 87 
[From the “Important Internationzi News Briefs") 


[Text] Beijing, 31 Jul (XINHUA) -- The Korean People's Army [KPA] to discharge 100,000 
officers and men by the end of the year. 


Pyongyeng, 30 Jul -- According to a report by the Korean Central Television station on 
the evening of 30 July, the KPA Supreme Headquarters announced in a press communique 
that 100,000 officers and men from various services and arms of the KPA will be 
discharged from the KPA by the end of this vear to take part in socialist economic 
construction. 


The press communique says: The KPA Supreme Headquarters is not engaging in empty 
talk. It is taking a practical measure with a strong determination to promote peaceful 
reunification. The measure is based on the conviction that only disarmament can 
eliminate the intense military confrontation on the Korean peninsula. It shows that 
the Korean Government is peace-loving. 


rhe press communique urges the United States and the South Korean authorities not to 
take advantage of the opening created by the north side's unilateral disarmament to 
pursue other aims. It urges them to follow the trend of the time, assume a prudent 
attitude toward the disarmament proposal recently put forward by the Korean Ccvernment, 
and positively respond to it. 


DPRK DEMANDS MORE TALKS ON COHOSTING OLYMPICS 


0W041703 Beijing XINHUA in English 1554 GMT 4 Aug 87 


[Text] Pyongyang, August 4 (XINHUA) -- The Olympic Committee of the Democratic 
People's Republic of Korea demanded a fifth round meeting without any conditions 
attached among the North and South sides of Kor2a and the International Olympic 
Committee on cohosting the 1988 Olympics before September 17. The demand, proposed by 
Kim Tuk-chun, vice-chairman of the DPRK Olympic Committee, which was broadcasted by the 
DPR Korean Centrul broadcasting Station today, said that the DPRK Olympic Committee 
will work o.t a relatively new proposal after considering the adjusted proposal offered 
by the I0C. 


Kim caid the fifth round talk not only should discuss the distribution of the games 
events, but also should settle the important concrete matters such as the title of the 
‘lympic Games, the formation of the organizing -ommittee, the opening and closing 
ceremonies and the television right. 
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He added that this was the key step to resolve the "deadlock of the talk." 


According to the schedule, the IOC will send ivitation letters to the IOC members on 
September 17. 


Kim also pointed out that the fourth round talk which processed in mid-July in 
Lausanne, Switzerland was "no any progress." [as received] 


The IOC offered to let DPRK stage the women's volleyball tournament and one group of 
football preliminaries plus the earlier offerings -- men's and women's archery, men's 
and women's table tennis and men's individual road race. 


"It goes without saying that the ‘adjusted proposal' differs little from the former one 
and is still far from our demand for cohosting Olympics," the vice-chairman said. 


DPRK ENVOY FETES SINO-KOREAN COMPANY OFFICIALS 


0W041200 Beijing XINHUA in English 1151 GMT 4 Aug 87 


[Text] Beijing, August 4 (XINHUA) -- The Ambassador of the Democratic People's 
Republic of Korea to China Sin In-ha gave a banquet here today to celebrate the 40th 
meeting of the Council of Sino-Korean Hydro-Electric Power Company. 


Yi Chong-sung, vice-chairman of the Korean Electric Power Industry Commission and 
director-in-chief on the Korean side of the company's council, said in his toast that 
the meeting was a success. 


Present were Zhang Fengiziang, Chinese vice-minister of water resources and electric 
power and director-in-chief on the Chinese side of the company's council, and other 
Chinese officials. 
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14 VIETNAMESE ‘INTRUDERS' RELEASED 4 AUGUST 


0W040816 Beijing XINHUA Domestic Service in Chinese 0653 GMT 4 Aug 87 


[Text] Nanning, 4 Aug -- This morning the Chinese Government released 12 Vietnamese 
armed personnel, who had been captured following armed intrusions into Chinese 
territory, and two Vietnamese special agents, who had illegally intruded into Chinese 
territory, at the O-km-mark from Friendship Pass in China's Guanxi Zhuang Autonomous 
Region toward the Vietnamese town of Dong Dang. 


During interrogations the 14 Vietnamese intruders confessed their guilt and admitted to 
intruding into Chinese territory and conducting armed provocations, sabotage, and 
reconnaissance; collecting information; and carrying out other illegal activities 
ordered by the Vietnamese authorities. In the spirit of humanitarianism, the Chinese 
Government released them so that they may return to Vietnam and be reunited with their 
families. 


Eighteen Chinese civilians living in the border area who had been held illegally by 
Vietnamese armed personnel were also returned to China by the Vietnamese Government 
today. Vietnamese armed personnel illegally intruded into Chinese territory to abduct 
the Chinese civilians. 


Guangxi Radio Report 
HKO41516 Nanning Guangxi Regional Service in Mandarin 1030 GMT 4 Aug 87 


[Text] At 1100 today in a spirit of humanitarianism, the Chinese Government publicly 
released 14 Vietnamese secret agents and armed personnel at the O-km mark on the 
highway leading from Friendship Pass in China's Guangxi Zhuang Autonomous Region to the 
Vietnamese town of Dong Dang and let them return to Vietnam to join their families. 
(Huang Wenjiao), (Long Wenbao), and 10 other Vietnamese armed personnel had illegally 
intruded into Chinese territory to conduct armed provocations and sabotage activities, 
and were later captured by Chinese border troops. (Yang Shan) and another Vietnamese 
secret agent who had illegally slipped into Chinese territory on a reconnaissance 
mission to collect information were also captured by the Chinese Public Security 
Department. 


During interrogation, all the captured Vietnamese intruders confessed their guilt and 
admitted to having intruded into Chinese territory and to having carried out illegal 
activites hostile to China under the instructions of the Vietnamese authorities. This 
morning, at the same place, the Vietnamese side handed over to the Chinese side 18 
Chinese fishermen. These 18 Chinese fishermen had been illegally captured by 
Vietnamese armed personnel while they were carrying out normal fishing operations on 
the high seas. 


U.S., VIETNAM REACH AGREEMENT ON MIA PROCESS 


0W031202 Beijing XINHUA in English 1148 GMT 3 Aug 87 


[Text] Hanoi, August 3 (XINHUA) -- The United States and Vietnam agreed today on ways 
to speed the process of accounting the for 1,776 American servicemen listed as missing 
in action (MIA) in Vietnam. 


CHI 5 Aug 87 E 2 INTERNATIONAL AFFAIRS 
SOUTHEAST ASIA & PACIFIC 


The agreement was announced by U.S. presidential envoy, General John W. Vessey, and 
Vietnamese Foreign Minister Nguyen Co Thach today following three days of talks. 


A joint statement said the two parties agreed that the humanitarian issues should not 
be linked to broader political questions such as normalizing relations or economic 
aid. U.S. and Vietnamese experts will meet soon to discuss the next steps in resolving 
the prisoner of war and missing in action issues, as well as “urgent Vietnmese 
humanitarian concerns," the statement said. 


"Specific measures were agreed upon to accelerate progress in accounting for Americans 
missing in Vietnam, and to address certain urgent humanitarian concerns of Vietnam," 
the joint statement said. 


It was the first time that the U.S. Government had agreed to address what Vietnam has 
called “humanitarian concerns" left in the wake of the Vietnam war. The joint 
statement, however, gave no indication what the concerns were or how the United States 
would help address them. 


U.S. policy is not to consider economic aid or normalization of relations until Hanoi 
makes the "fullest possible account" of the MIAs and withdraws its troops from 


Kampuchea. 


Vessey is the most senior U.S. official to visit Vietnam since a 1977 trip by Leonard 
Woodcock, special envoy of then President Jimmy Carter. 


PHILIPPINE CRISIS COMMITTEE DISCUSSES FERRER MURDER 


0W031449 Beijing XINHUA in English 1333 GMT 3 Aug 87 


[Text] Manila, August 3 (XINHUA) -- Philippine President Corazon Aquino called a 
Cabinet Crisis Committee meeting here today to discuss the murder of Local Government 
Secretary Jaime Ferrer yesterday evening. The Cabinet Crisis Committee is a body which 
convenes whenever a political crisis or natural calamity crops up in the country. 


Attending the meeting were high-ranking members of both the cabient and the military, 
including Defense Secretary Rafael Ileto and Armed Forces Chief of Staff General Fidel 
Ramos. 


Brigadier General Alexander Aguirre, chief of the Capital Regional Command of the Armed 
Forces, submitted an initial report on the investigation in the murder and assured the 
president that “intensive follow-up investigation is being conducted to solve the 
murder case as soon as possible." 


Ferrer and his driver were ambushed and shot to death by three unidentified men 
yesterday evening near his home in a suburban area in Metro Manila. This was the first 
assassination of a cabinet official in the history of the Philippines. 


In a news briefing, Press Secretary Teodoro Benigno said the meeting had decided to 
exert all efforts to go to the bottom of the killing of Ferrer and employ the full 
force of the law. He said that involvement of either leftist or right-wing groups in 
the murder was “studied and discussed," but details were kept “confidential in nature" 
pending evidence against the suspects. 
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He disclosed that some cabinet members had received death threats and the meeting today 
had discussed “tighter security" for all cabinet officials. He said that Mrs. Aquino 
expressed concern for the safety of her cabinet members and tried to expose them to 
"less dangers". However, Benigno said, "we don't feel there is any danger to the 
stability of the government." 


Emerging from the meeting, Defense Secretary Ileto said that the government will 
strengthen law against loose firearms. The meeting agreed to hold a state funeral for 
Ferrer. 


WAN LI MEETS NEW SOUTH WALES PREMIER UNSWORTH 


0W010956 Beijing XINHUA in English 0630 GMT 1 Aug 87 


[Text] Beijing, August 1 (XINHUA) -- Chinese Vice-Premier Wan Li met Barrie Unsworth, 
premier of the State of New South Wales of Australia, and his party here this morning. 


AUSTRALIAN DELEGATION ARRIVES IN SHANDONG 


$KO10345 Jinan Shandong Provincial Service in Mandarin 2200 GMT 30 Jul 87 


[Text] At the invitation of Shandong Province, Mr (Bruce Glen), governor of the 
Australian State of South Australia and (?minister of aboriginal affairs), who was 
accompanied by Mr (James Johns), commercial attache of the Australian Embassy in China, 
and Mr. (Emil Hunter), arrived in our province on 29 July to pay a visit to the 
province. 


On the evening of 30 July, Vice Governor Ma Shizhong received Mr. (Bruce Glen) and his 
entourage at the Qilu Guesthouse. He is on his fourth visit to the province and has 
done a great deal of work to establish cooperative relations between the State of South 
Australia and Shandong Province. 


During his visit, he will hold discussions with provincial personnel on signing a 
letter of intent regarding economic cooperation between the state and the province, on 
making arrangements for the visit of the South Australia delegation of higher economic 
personnel, and on exchanging opinions and drawing up plans for carrying out friendly 
exchanges and cooperation between the state and the province. 


During the reception, Vice Governor Ma Shizhong and Mr. (Bruce Glen) held a talk in a 
cordial and friendly atmosphere. 
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SFRY STRUGGLES AGAINST ECONOMIC DIFFICULTIES 


HKO30036 Beijing RENMIN RIBAO in Chinese 29 Jul 87 p 7 


[Article by Wei Ming (7614 2494): "Yugoslavia Fights Against Economic Difficulties" -- 
passages within slantlines published in boldface] 


[Text] Recently, the Presidency of the Socialist Federal Republic of Yugoslavia, the 
Federal Executive Council, and the Presidium of the League of Communists of Yugoslavia 
held separate meetings to discuss the current complex domestic economic situation, 
stressing persistence in reform and accelerated improvement of the economic structure 
to boost production, raise economic results, practice economy, and wage an arduous 
struggle against the ever-increasingly serious economic difficulties that have already 
lasted 8 years. 


Last year, some advances were made in the Yugoslav economy and there was a turn for the 
better in its industrial and agricultural production and balance of international 
payments. Moreover, the matured debts were repaid as scheduled and foreign debts were 
reduced by $1 billion in capital. These advances have provided conditions for the 
federal government to carry out changes this year. At the end of last year, through 
heated debates, the Mikulic “third package" program, the core of which is enterprise 
consolidation, was first promulgated. 


The “third package” includes six decrees whose guiding ideology is respecting objective 
economic laws, giving play to the role of market economy, and making the internal and 
external conditions of enterprise management more stringent. According to stipulations 
of the decrees, beginning in 1987, the enterprises’ means of production, funds, and 
economic targets will be re-fixed through examination and in accordance with new, 
unified, and practical standards and then their revenues, expenditures, and 
distribution will be set accordingly and this will help reveal their real performance 
and eliminate false financial revenues; enterprises should ensure, according to law, 
that they have the depreciation rates necessary for equipment upgrading and 
technologicai progress. They should check the harmful tendency to lower’ the 
depreciation rate and convert depreciation funds to the consumption sector. Compulsory 
measures will be taken against enterprises that fail to turn losses into profits within 
the legal time limit and such enterprises will even be declared bankrupt. Using common 
funds of the social and political communities to make up for losses incurred by 
enterprises is banned. Under the decrees, the enterprises can no longer vie with one 
another in displaying and spending virtually nonexistent incomes and get along by 
relying on administrative subsidies and bank loans. It is widely believed that some 
enterprises will thus have great difficulties for the time being and enterprises that 
claimed in the past to be "profit-making" will become loss-making ones. However, 
Yugoslavia had to take these stringent measures. 


/Consumption growth exceeding production is one of the main reasons for Yugoslavia's 
high inflation rate and heavy foreign debt burdens./ Therefore, when working out the 
social and economic development plan for 1987, the federal government decided to keep 
social general consumption under strict control and to slash the federal budget. At 
the end of February, four relevant decrees were adopted. In his report to the council, 
Mikulic pointed out sharply: Our consumption has exceeded the limits permitted by 
social production for more than 10 years and we have since made up for this loss using 
foreign debts. 


Now, when this possibility disappears, we have to "make up" for it using inflation. 
[paragraph continues] 
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In his opinion, consumption should be confined to the framework of the state plan, for 
the economy can no longer withstand such a heavy burden. /In countering the argument 
of some people who opposed restricting consumption under the pretext that "the incomes 
of our workers are far, far lower than those of workers in developed countries," 
Mikulic pointed out. "True, our personal income is lower than that in developed 
countries. However, it must be noticed that their productivity rate is 300 percent 
higher than ours. If we still persist that personal income be higher than material 
possibilities, this will destroy precisely the future of our workers./ 


The Presidency of the Federal Republic of Yugoslavia recently stressed that it is 
necessary to practice strict economy, make rational use of social funds, and reduce 
nonproductive spending as far as possible. At the same time, Yugoslavia continued 
efforts to strengthen the implementation of the principle of making the economy 
export-oriented to improve its position in international trade and financial 
activities. The federal government has repeatedly asked one of its biggest trading 
partners, the EC, to remove its protectionist barriers and eliminate Yugoslavia's huge 
trade deficit with it. In July, the Community's committee and Yugoslavia concluded two 
trade agreements obviously in favor of Yugoslavia. Thanks to the export incentive 
measures taken by the federal government, the country's exports registered an increase 
of 4.5 percent over the same period of last year. 


Since the new measures have been implemented for only 6 months, it is impossible to 
expect immediate, tangible results can be achieved in such a short period of time. In 
the first half of this year, industrial production increased by only 2.6 percent 
compared with last year. Economic results and management quality dropped to some 
extent. Foreign exchange receipt and disbursement met with seasonal difficulties and 
the payment of $200-$400 million in foreign debts due in June and July will be 
postponed to September. The country's ability to repay foreign debts was further 
weakened. Especially as inflation swells, compared with the same period of last year, 
in June, retail prices rose by 106 percent, shattering the 100 percent mark for the 
first time. At the same time, the amount of losses incured by enterprises grew in an 
increasingly serious way. However, the federal government has anticipated that the 
difficulties cropping up this year may grow more serious and regarded stabilizing the 
economy as the prime task. /In the grim situation, the federal goverment is determined 
to persist in its set principles and to make every effort to overcome difficulties, 
stabilize the economy through reform, and stabilize the economy in the course of 
changes. The Presidency of the Federal Republic of Yugoslavia maintained: Raising 
economic results and keeping consumption within the limits of practical possibilities 
must become the most important part of the anti-inflation program. / 


Many people in Yugoslavia believe that one of the root causes of the current economic 
difficulties is localism and selfish departmentalism by republics and autonomous 
provinces resulting from “multi-center state centralism." This state of affairs has 
brought damage to the unified Yugoslav market and the country's effort to achieve 
economic unification and greatly hampered the thorough implementation of the measures 
to overcome difficulties. The whole nation is currently stepping up the deliberations 
of constitutional revision and discussions are being held on some different views on 
the issue. The draft resolution by the Presidency of the Federal Republic of 
Yugoslavia on constitutional revision and the speeches by related leaders stressed that 
revising the Constitution is aimed at promoting the unification process of the nation, 
strengthening the responsibility undertaken by republics and autonomous provinces for 
the federal organs, and realizing and coordinating the common interests of the whole 
federal republic more effectively; at giving play to the role of the unified Yugoslav 
market and unifying the tax system and the development strategy for science and 
technology; and at strengthening the mobility and socialization of such economic 
factors as funds, technology, and knowledge throughout the country and accelerating the 
formation of a common program for production and export. 


CHI 5 Aug 87 CHINA K 1 
NATIONAL AFFAIRS 


DENG'S IDEAS ON POLITICAL REFORM DISCUSSED 


HKO40929 Beijing RENMIN RIBAO in Chinese 27 Jul 87 p 5 


[Article by Huang Hai (7806 3189): "A Powerful Ideological Weapon for Reforming the 
Political System" -- Studying Comrade Deng Xiaoping's Assertions on the Political 
Structural Reform") 


[Text] Upholding the general principle and policy of carrying out reform, opening up 
to the outside world and invigorating the domestic economy is one of the two basic 
points of the party line since the 3d Plenary Session of the llth Party Central 
Committee. Along with the development of the socialist modernization construction and 
the economic, scientific and technological, and educational structural reforms, the 
issue of political structural reform has been more urgently placed on the agenda. 
Comrade Deng Xiaoping has explicitly pointed out that "The reform should include the 
political structural reform in the realm of superstructure. ("Building Socialism With 
Chinese Characteristics," revised and enlarged edition, p 160. We will quote it in the 
following as “revised and enlarged edition" for short.) Earnestly studying the 
propositions of Comrade Deng Xiaoping with regard to the political structural reform is 
of important significance to our comprehensively and correctly understanding the line 
since the 3d Plenary Session of the llth CPC Central Committee and accelerating the 
building of socialism with Chinese characteristics. 


I 


Speaking at the Central Working Conference which made preparations for the 3d Plenary 
Session of the llth CPC Central Committee in December 1978, Comrade Deng Xiaoping 
pointed out that "Our modernization program and socialist cause will be doomed if we do 
not reform now." ("Selected Works of Deng Xiaoping," p 140. We will quote it in the 
following as “Selected Works" for short.) Later on, he repeatedly explained, on many 
occasions, that this not only refers to the economic structural reform but also 
includes the political structural reform. In August 1980, he made an important report 
entitled "On the Reform of the System of Party and State Leadership" at an enlarged 
meeting of the Political Bureau of the CPC Central Committee, to incisively expound the 
issues concerning the political structural reform. Over the last 2 years, Comrade Deng 
Xiaoping has more explicitly and comprehensively elaborated the political structural 
reform and proposed that the political structural reform should be placed on the 
agenda, the content of the reform should be drafted, and a basic blueprint of the 
reform should be worked out at the 13th Party Congress. 


Why does Comrade Deng Xiaoping attach so much importance to the issues concerning the 
political structural reform? As he said, "it seems that if we do not carry out a 
political structural reform, we cannot keep abreast of the times." ("Revised and 
Enlarged edition," p 133) 


As we all know, after the victory of the New Democratic Revolution, we set up the state 
regime of the people's democratic dictatorship under the leadership of the Communist 
Party and realized the political system of socialism. [paragraph continues] 
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It is proved that our basic socialist political system was good and that our leading 
structure was characterized by a high degree of centralized authority played a great 
role in overcoming the difficult situation not long after the founding  .f the country, 
smashing the blockades and subversive threats of imperialism, building up the socialist 
economic system and national economic system, and safeguarding the national strength 
and unification. However, along with the completion of the socialist transformation of 
the private ownership of the means of production, this political system which was 
basically an extension of the one during the revolutionary wars increasingly seemed 
incompatible with the situation. This incompatibility is mainly demonstrated in two 
fields: 


First, although this kind of political structure of an excessive centralization of 
authority suited the needs of the armed struggles and mass movements, it does not suit 
the building of economy, politics, culture, and other fields and the diversified 
development of the social life. It was highly necessary to empbasize this kind of 
centralized leadership with the single goal of carrying out struggles between ourselves 
and the enemy and seizing the state power. Nevertheless, after entering the period of 
socialist construction, as the works, tasks, and issues have become more complicated, 
if the party still monopolizes everything, it will not only not help resolve the issues 
but will also cause the functions of power organs and various social organizations to 
regress. Meanwhile, if the powers are centralized in the party committees and very 
often in the hands of first party secretaries, the leadership of the party will 
gradually change into the leadership of individuals and the patriarchal system and 
individual arbitration within the party will replace the democracy within the party. 
This feudalistic malpractice is one of the important reasons for the occurrence of the 
Cultural Revolution. 


Second, although this political system of an excessive centralization of authority 
Suits the needs of the highly centralized mandatory planned economy, it does not suit 
the development of the socialist commodity economy. If we say that the first-mentioned 
incompatibility occurred in the mid 1950's, the second has gradually been demonstrated 
over the last few years. Comrade Deng Xiaoping pointed out that “Whenever we make a 
step forward in the economic structural reform, we are deeply aware of the necessity 
for a political structural reform. If we do not effect a political structural reform, 
the development of the productive forces and the success of the four modernizations 
will be hindered." ("Revised and Enlarged Edition,” p 138) Along with the progress of 
the economic structural reform, the previous pattern of product economy is now changing 
into the socialist commodity economy. Inevitably, we are required to change our basic 
management means from being primarily based on mandatory planning to being primarily 
based on guidance planning and indirect control. Therefore, it is necessary to reform 
the government management structures and functions. As the economic structural reform 
and the political structural reform depend on and coordinate with each other, "if we do 
not effect a political structural reform, we can not safeguard the achievements of the 
economic structural reform and make the economic structural reform continue to press 
ahead." (ibid. ) 


Therefore, it was by regarding Marxism as the guiding ideology, basing ourselves on the 
actual conditions in China, proceeding from the historical experiences and the demands 
of the people in the whole country that Comrade Deng Xiaoping put forward this issue of 
political structural reform. What he said on making our political structure suit the 
situation includes two meanings: First, to suit the needs of the peaceful and steady 
development of the country; and second, to suit the needs of the development of the 
socialist commodity economy. [paragraph continues] 
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Only this method of reform can be conducive to the long-term stability and security of 
the country and prevent a tragedy like the Cultural Revolution from being restaged, 
thus fully mobilizing the various initiatives and speeding up socialist modernization 
construction. 


II 


In what direction is the Chinese Political structural reform heading? And what are its 
goals? Regarding these questions, Comrade Deng Xiaoping has made many expositions. 


In October 1978, while speaking at the Ninth National Congress of Chinese Trade Unions, 
Comrade Deng Xiaoping pointed out that it is necessary to change the production 
relations and superstructure to make them suit the needs of the modern, large-scale 
economy. In August 1980, he made a report entitled "On the Reform of the System of 
Party and State Leadership" at an enlarged meeting of the Political Bureau of the CPC 
Central Committee, pointing out that the reform of the leading system aimed at 
economically catching up with the developed capitalist countries and politically 
creating a higher and more effective democracy than that of the capitalist countries 
and at fostering people who are more talented than those of other countries. 


In December of the same year, he said at a central working conference that the general 
direction of the political structural reform is to display and ensure the democracy 
within the party as well as the democracy of the people. In September 1986, Comrade 
Deng Xiaoping pointed out that there are three general goals for the political 
structural reform: First, to consolidate the socialist system; second, to develop the 
socialist productive forces; and third, to display socialist democracy and mobilize the 
initiative of the vast numbers of the people. Thereafter, he also stressed on many 
occasions that the political structural reform should be carried out in the light of 
three goals. First, to invigorate the party and state organs; second, to overcome 
bureaucracy and increase work efficiency; and third, to mobilize the initiatives of the 
grass-roots units, workers, peasants, and intellectuals. 


Judged by the abovementioned introduction, we can see that when determining the goals 
of the political structural reform Comrade Deng Xiaoping gave consideration to the 
needs of the modern economic construction for the political system, the demands of the 
socialist basic system which allows the people to be the masters of the country, and 
the influences of the specific national conditions and historical conditions in China 
upon the political system. Based on this comprehensive and incisive analysis, he 
expounded the different stages and levels of political structural reform in our country. 


Building socialist democratic politics is a conclusion made by the 6th Plenary Session 
of the llth CPC Central Committee based on the historical experiences since the 
founding of the country as well as the content stressed by Comrade Deng Xiaoping on 
many occasions when expounding the goals of the political structural reiorm. However, 
it is obvious that Comrade Deng Xiaoping did not just generally and casually talk about 
the issue of democracy but regarded it as the "general direction" and "general goal" of 
the political structural reform. This is because we cannot realize a high degree of 
socialist democracy in just 1 or 2 years. We need a period of one or two generations 
or even longer. [paragraph continues] 
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At present, as we are still in the initial stage of socialism, the development level of 
productive forces is not high, the economic basis is relatively weak, and the cultural 
quality and political experiences of the people are also not sufficiently mature. To 
realize the socialist democratic politics under these conditions, inevitably we have to 
make protracted efforts. Unrealistically raising some issues which cannot be resolved 
at present regardless of the specific national conditions in China is not conducive to 
the smooth progress of the political structural reform or the realization of a high 
degree of democracy. Therefore, in carrying on the political structural reform, we 
have to differentiate the general lofty goals from the current focal points of work and 
progress in a step-by-step and stage-by-stage way. 


Judged by the actuzl operation of the present political system, we can see that the 
factors hampering the development of the productive forces and affecting the display of 
the strong points of the socialist system exist quite generally. The specific 
expressions are: the phenomena of aging and rigidity which exist in varying degrees in 
the leading organs, the lack of vitality, the overstaffing and overlapping of organs, 
the serious phenomena of arguing back and forth and shifting responsibility onto 
others, the low work efficiency, the lack of exploitation of the socialist enthusiasm 
of the vast numbers of the people, and so on. These malpractices not only seriously 
hinder the socialist modernization construction but also run counter to the socialist 
democratic politics. It was exactly proceeding from the actual conditions in China 
that Comrade Deng Xiaoping repeatedly stressed the necessity of resolving the issue of 
vitality, efficiency, and initiative in the political structural reform. 


Through studying the expositions of Comrace Deng Xiaoping, we can interpret the general 
goal of the political structural reform in our country as: Building a socialist 
democratic political system which suits the socialist commodity economy. To realize 
this general goal, we should proceed from reforming the leading structures of the party 
and state and readjusting the relations and functions of various social organizations 
and gradually make them institutionalized, so age to invigorate the party and state 
Organs, increase working efficiency, and mobilize the initiatives of the grass-roots 
units and the masses of people. 


III 


Talking about the issues concerning the political structural reform, Comrade Deng 
Xiaoping also mentioned on many occasions the main contents of this reform, which can 
be simply summarized into the following: 


1. Separating the functions of the party from those of the government. 


Comrade Deng Xiaoping said that "As for the content of the reform, first we should 
separate the functions of the party from those of the government and resolve the issue 
of how the party should exercise the leadership and how the party should be good at 
exercising the leadership. This is a crucial issue. It is imperative to attach 
paramount importance to separating the functions of the party from those of the 
government. [paragraph continues] 
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("Revised and Enlarged Edition, p 140-141) Focusing on this issue, Comrade Deng 
Xiaoping talked about the following meanings: 


First, separating the functions of the party from those of the government is proposed 
in view of the practice of substituting the party for the administration and confusing 
the party with the administration. It is not intended to change the leading position 
of the Communist Party but to reform the leading pattern of the party. It is not aimed 
at weakening the leadership of the party but at better improving and strengthening the 
leadership of the party. 


Second, as the natures, functions, and working patterns of the party and governnent are 
different, the functions of the party should be separated from those of the 
government. The party is a political organization organized on a voluntary basis by 
the advanced elements of the proletariat, but the state organs depend on the organs of 
power. The organizations of the party are neither the government nor the state power 
organs. The funtions of the party are mainly to work out the general policies and 
principles of the party and state, @ :ide the appointment of important cadres, and 
exercise the general leadership. The state organs should change the lines of the party 
into the will of the state through legal procedures and be responsible for organizing 
implementation and exercising specific management. Moreover, their working patterns 
are also different. The decisions and disciplines of the party are restricted to 
within the party, and the party can only influence the masses through making calls and 
providing attractions as well as the exemplary actions of the party members. However, 
the state organs mainly exercise their management through administrative means and 
compulsory measures. 


Third, the key to the political stryctural reform lies in the separation of the 
functions of the party from those of the government. Most of the various malpractices 
existng in the political system of our country originate from or are closely related to 
the practice of mixing up the functions of the party and government. For example, "The 
low efficiency is related to our overstaffed organs and dilatory work styles. But it 
is mainly related to the practice of mixing up the funcitons of the party and state." 
("Revised and Enlarged Edition,” p 147) Therefore, it is difficult to carry on the 
political structural reform if we do not proceed from separating the functions of the 
party from those of the government. 


Fourth, the specific pattern of separating the functions of he party from those of the 
government should be different at the central, local, and grass-roots levels. As the 
functions of the organizations of the central, local, and grass-roots levels are 
different, the same pattern cannot be indiscriminately applied. Comrade Deng Xiaoping 
explicitly pointed out that at the central and local levels government work is 
conducted under the political leadership of the party and all work falling within the 
scope of government functions should be discussed, decided, and drafted by the State 
Council and local governments at all levels, rather than being directed and decided by 
the central party committee and the local party committee at all levels. However, in 
he grass-roots institutions and enterprises the leading system of party committees 
should be changed into the administrative director responsibility system. The party 
organizations of these units will no longer command the work of the administrative 
organizations but play a role of supervision and assurance. 
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2. Delegating Power to Lower Levels. 


Comrade Deng Xiaoping maintains that "the second content of the political structural 
reform is to delegate power to the lower levels and resolve the issue of the 
relationship between the central authorities and local governments. Meanwhile, local 
governments at all levels also have an issue of delegating power to the lower levels." 
("Revised and Enlarged Edition," p 140) This issues involves three aspects: the 
relationship between the central government and the local governments, the relationship 
between the local governments at all levels, and the relationship between government 
and enterprises. Nevertheless, it is very difficult to ensure that central government 
implements effective macroeconomc control, that local governments have the authority to 
resolve their local problems, and tht enterprises have sufficient decisionmaking 
power. In view of this situation, Comrade Deng Xioping particularly stressed first 
resolving the issue of separating the functions of government from those of 
enterprises, frequently talked about the necessity of ensuring that enterprises truly 
have decisionmaking power, and criticized some localities for running administrative 
companies to retrieve power, thus causing the subordinate units to be deprived of 
rights and enterprises to lack initiative. He also further pointed out that 
enterprises should also delegate their powers to the grass-roots units, to enable 
workers and intellectuals to participate in management and t- mobilize their 
initiatives. 


3. Organizational reform. 


Comrade Deng Xiaoping has always attached importance to the issue of organizational 
reform. As early as in 1975 when carrying out a comprehensive consolidation, he raised 
the issue of "streamlining" organizations. In 1982, be also called the campaign of 
"streamlining the aaministrative structure” a revolution and pointed out that if the 
administrative structure were not streamlined there would be nc hope of realizing the 
four modernizations. However, not long after the organizational reform in 1982, the 
phenomena of overstaffed organizations, more levels, and expanded establishment 
reoccurred. Summing up the experiences and lessons, Comrade Deng Xiaoping pointed out 
in a speech made in May 1986 yhat to carry out the urban reform, all the powers should 
first be delegated to the lower levels. As the state issues fewer orders, they wiil 
not have many things to do and the organizations at the high levels can be streamlined. 
He also pointed out that "Streamlining the administrative structure is related to 
delegating power to the lower levels," ("Revised and Enlarged Edition,” p 140) and that 
streamlining the administrative structure and delegating power to lower levels should 
be organically integrated and considered. This idea of carrying out the organizational 
reform by starting with changing functions has broken the previous traditional practice 
of simply relying on administrative means to reduce the establishment in streamlining 
the administrative structure, and letting it become overstaffed later on. According to 
this idea, those overlapping organizations handling administrative affairs and set up 
by the party committees as a result of the functions of the party not being separated 
from those of the government, the numerous economic managment organizations set up in 
the government for the same reason, and many other various overlapping and overstaffed 
organizations should all be gradually streamlined. 


4. Reformiag the personnel system of cadres. 


Since all our reform measures have to be implemented and euforced by people, the 
practice of separating the functions of the party from those of the government, the 
practice of delegating powers to the lower levels, and the organizational reform all 
involve the cadre system and personnel management. [paragraph continues] 
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Therefore, whether these reforms are successful is to a very great extent dependent on 
the reform of the personnel system of cadres. In view of this situation, Comrade Deng 
Xiaoping explicitly propsed in a speech that the overall reform should also include the 
personnel system. 


Regarding the reform of the personnel system of cadres, Comrade Deng Xiaoping has 
raised many important ideas, such as abolishing life-long tenure of office; 
establishing the retirement system; realizing a younger cadre contingent; perfecting 
systems to election, recruit, appoint and dismiss, examine, impeach, and rotate cadres; 
creating opportunities to enable outstanding people to show their skills; and so on. 
Over the last few years, he repeatedly took account of the organizational and 
managerial issues of various personnel and pointed out that "the present managerial 
pattern just does not work." He pointed out that attention should be paid to 
cultivating, training, and gradually promoting the leading party and zovernment cadres 
from the grass-‘oots units and that different methods should be adopted to train 
scientific and technological personnel. Comade Xiaoping's idea has broken with the 
long-time traditionai practice of mechnically applying the methods of managing the 
party and government cadres to the various personnel. Only by working out different 
systems and methods of different characteristics in the light of the different 
characteristics and needs of the different trades can we ensure that outstanding 
politicians, ecoomic managers, scientists, writers, and other various experts 
constantly emerge generation after generation and our causes are full of vigor and 
vitality. 


5. Expanding socialist democracy. 


Building a high degree of socialist democracy is one of the fundamental goals and tasks 
of our party as well as one of the important goals and tasks of the political 
structural reform. Comrade Deng Xiaoping attaches great importance to the issues of 
democratic life of the grass-roots units. He has pointed out on many occasions that it 
is necersary to “expand socialist democracy and mobilize the initiatives of the masses 
of people and the grass-roots organizations." ("Revised and Enlarged Edition," p 133) 
Expanding democracy in the grass-roots unite is a basic project of the building of 
socialist democracy politics. At present, there are some undemocratic phenomena in our 
basic social life, affecting and even suppressing the full display of the initiative 
and creativity of the vast wumbers of the people. In the political structural reform, 
we should further adopt various effective steps, including opening up various channels 
for the normal democratic consultations and the lively social dialogues and so on, so 
as to gradually eliminate such undemocratic nhenomena and lay a solid foundation for 
socialist democratic politics. 


Of course, all democracies are conditional. On the one hand, Comrade Deng Xiaoping 
repeatedly stressed that "To build democracy, we should not just copy capitalist 
democracy nor follow the practice of separating the legislative, executive, and 
judicial functions of government," (Ibid., p 150) and pointed out that it is necessary 
to strictly differentiate between socialist democracy and capitalist democracy and 
resolutely oppose che viewpoints of bourgeois liberalization concerning the democratic 
issues. On the other hand, Comrade Deng Xiaoping also explicitly pointed out that 
democracy can only develop gradually. As we are still at the initial stage of 
socialism and the cultural levels and political experiences of the people have not yet 
developed to a very high degree, it will not be at all conducive to the true 
realization of democracy if we blindly seek to follow patterns regardless of the 
objective conditions. 
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6. Perfecting the socialist legal system. 


A perfect legal system is one of the important signs of modern society and une of the 
important tasks in carrying out the political structural reform and building socialism 
with Chinese characteristics. On this aspect, Comrade Deng Xiaoping also proposed many 
important ideas. For example, through the reform, China should properly handle the 
relationship between “rule by law” and “rule by man"; in carrying on the socialist 
modernization construction we should, on the one hand, grasp construction and on the 
other hand grasp the legal system; the leadership of party committees does not mean 
intervening in the law but protecting the effectiveness of law; in the reform we should 
strengthen the legislative work and use the legal system to ensure that the whole 
society progresses in an orderly way; in strengthening the legal system it is important 
to conduct education and the fundamental issue is to educate people; and it is 
necessary to prudently apply the means of dictatorship of necessary; and so on. 


As for what areas the political structural reform should cover, we should further 
undertand the thoughts of Comrade Deng Xiaoping and make further studies in light of 
the actual conditions in China. 


IV 


The political structural reform is a very complicated, systematic project involving a 
very vast scope. It has to straighten out the various relations and affect the 
interests of many people and is conditioned by the social economy, culture, and other 
aspects. Therefore, the specific implementation of the reform must proceed from actual 
conditions and be conducted from top to bottom, under strong leadership, and in an 
orderly and step-by-step way. 


First, it is necessary to carry out the reform in an orderly way under the leadership 
of the party. Our political structural reform is not a change of the basic political 
system of socialism but a self-perfection of the socialist system. As this reform was 
proposed by the Communist Party itse f, it must and can only be carried out under the 
leadership of the party. The bitter lesson of "making revolution without the 
leadership of party committees" during the 10 years of turmoil still remains fresh in 
our memory. The consequence would be too ghastly to contemplate if anyone wants to 
carry on the reform without the leadership of the party. Comrade Deng Xiaoping 
particularly stressed that the reform must be carried out with strong leadership, in an 
order\y way, and under conditions of stability and unity. "If there is no public 
order, when we come across varied interferences which consume all our energy, the 
reform will fail.” (Ibid., p 156). 


Second, we cannot use the method of launching political campaigns to carry out the 
political structural reform. Comrade Deng Xiaoping pointed out that “Historical 
experiences have proved that if we adopted the method of carrying out mass movements, 
coseeseses rather than the down-to-earth methods of making steady progress to resolve 
the issues concerning the reform of the present system and the establishment of the new 
‘ystems, we would never succeed." ("Selected Works,” p 296) To avoid carrying on mass 
movements in the political structural reform, we have to pay particular attention to 
two aspects: 1) We should give full consideration to the integrity and systematicness 
of the political structural reform. We should not adopt the previous methods of first 
destroying the old and then establishing the new in carrying on the political movements 
but the method of first establishing ihe new and then destroying the old and first 
studying the overall blueprint and then determining where to start. (paragraph 
continues ] 
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2) We should fully consider that our country is still in the initial stage of 
socialism and political, economic, and cultural developments are still not very 
balanced. Therefore, in reform we should not seek uniformity and rush headlong into 
mass action but differentiate and decide on implementation in the light of actual 
conditions. 


Third, we should be bold, prudent, and meticulous in exploration. As political 
structural reform in socialist countries is a new thing, the classical Marxist works do 
not contain it, and there is no available experience, we should dare to experiment and 
explore and not fear taking risks. On the other hand, as the political structural 
reform involves more sectors than the economic structural reform and is more sensitive, 
we should be more prudent in our actions. Comrade Deng Xiaoping proposed spending 1 
year making investigations and studies to make a blueprint first and start "Because the 
country is so vast, things are too complex, and the reform is not easy, we must be 
prudeat in making decisions and make up our mind only after we see a greater chance of 
success." ("Revised and Enlarged Edition," p 139) We should take a more prudent 
attitude toward the press propaganda. 


Fourth, we should draw references from all the useful foreign things. As _ the 
construction needs to open up to the outside world, the reform also needs to open up to 
the outside world. Although our political structural reform was proposed on the basis 
of our own conditions, during the process of reform we should not only absorb the 
reform experiences of the other socialist countries but also appropriately draw 
references from the administrative experiences and other practices of the capitalist 
countries. Comrade Deng Xiaoping said long ago that it is necessary to "learn all the 
things of the capitalist countries which are useful to us." ("Selected Works," p 328) 
Of course, when drawing references we should pay attention to not indiscriminately 
copying Western things and engaging in liberalization. We just cannot agree with a 
small minority of people who persist in their standpoint of bourgeois liberalization 
and propose the so-called "total Westernization." 


With the deliberations and preparations of many years, the 13th party congress will 
soon put forward a tentative plan for political structural reform in our country. This 
is a major event in China's socialist construction and reform. The political 
structural reform needs much preparation. An important part of this is to earnestly 
study Comrade Deng Xiaoping's assertions on the political structural reform. Comrade 
Zhao Ziyang pointed out that "These thoughts of Comrade Xiaoping are a summation of the 
practical experiences and a crystalization of the collective wisdom of our party, an 
example of integrating the general truth of Marxism with the actual conditions in 
China, and an important development of Marxism in China." Therefore, earnestly 
studying these assertions of Comrade Deng Xiaoping will surely be conducive to unifying 
the thoughts of the whole party and the people of the whole country and steadfastly 
pushing forward the political structural reform as well as other reforms with one heart 
and one mind. 


JOURNAL ON SOCIALISM, ‘CHINESE CHARACTERISTICS' 


HKO31346 Beijing BAN YUE TAN in Chinese No 13, 10 Jul 87 pp 6-7 


[Article by Zhao Huazhou (6392 5478 5153), XINHUA senior editor: "The Characteristics 
Lie in National Conditions" ] 


{Text } At the mention of building socialism with Chinese characteristics, many 
comrades invariably want to know the content of "Chinese characteristics" and hope that 
some definitive explanation will be given. 
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We cannot say that these comrades have an incorrect idea and we believe that 
theoreticians will satisfy their wish some day. But I think the important question 
does not lie here but in using the dialectical materialist ideological line of seeing 
truth from facts to understand "Chinese characteristics." If we succeed in doing so, 
we can regard ourselves as having grasped the maian points of "Chinese 
characteristics."" A comrade used the words "the characteristics lie in national 
conditions" to express "Chinese characteristics." We should admit that he has keen 
insight. 


Comrade Deng Xiaoping is the founder of the scientific thesis of building socialism 
with Chinese characteristics. When we review his numerous brilliant expositions on 
this issue in recent years, we can see that all of them are permeated with this 
spirit: Things in China should be carried out according to China's conditions; when we 
engaged in democratic revolution in the past, we had to adapt it to China's conditions 
and, now that we are engaging in construction, we should also adapt it to China's 
conditions. If we take a broad look at the basic policies of reform, opening up, and 
invigorating the economy laid down since the 3d Plenary Session of the llth CPC Central 
Committee, such as developing the planned commodity economy, separating ownership from 
the power of operation, integrating regulation by planning mechanism with market 
mechanism, and allowing the existence of diversified economic sectors, we can see that 
not one of these does not come from the practical conditions in China and that they are 
all marked with the brand of the initial stage of socialism. To adapt ourselves to the 
national conditions and to plant the theory of scientific deep in the soil of national 
conditions is not a very easy job and needs arduous exploration. In this respect, our 
party has taken a zigzag path and paid a fairly high price. 


The victory of the Chinese revolution has been won on a base of semifeudalism and 
semicolonialism. We have a large population, little cultivated land, a _ poor 
foundation, and 800 million peasants, and our economy and culture lag far behind those 
of the developed capitalist countries. Although we complted the socialist 
transformation of the system of ownership in 1956, we are still at the initial stage of 
socialism. This is our basic national condition. When carrying out socialist 
construction on this foundation, we should naturally regard the development of 
productive forces as a most fundamental task. However, we neglected precisely this 
point and attempted to enter communism by various means, such as the approach of large 
"large in size and collective in nature” on the question of ownership, egalitarianism 
in distribution, and a high degree of centralism in management. We tumbled once in 
1958 and tumbled again in the Great Cultural Revolut’on. It was not until the 3d 
Plenary Session of the llth CPC Central Committee that the guiding idea was rectified 
once and for all. 


Now, although the line of building socialism with Chinese characteristics, laid down 
since the 3d Plenary Session of the llth CPC Central Committee, has scored successes 
that attract international attention, not all comrades have recognized that its basic 
might lies in seeking truth from facts and conforming to national conditions. A case 
in point is the erroneous viewpoint of taking a doubting attitude toward reform, 
opening up, and economic invigorating that has recently emerged in society. Althougha 
it is plain the development of the commodity economy is an indispensable stage in 
building socialism, they hold it to be the development of capitalism; although it is 
plan that the system of contracted responsibility with payment linked to output is most 
suited to the present conditions in the rural productive forces and the peasants' level 
of consciousness, they say that it has undermined the collective economic base; and 
although it is plain that, given the predominance of the system of public ownership, 
the utilization of economic sectors of a nonpublic ownership, the utilization of 
economic sectors of a nonpublic character is favorable to the development of productive 
forces, they wonder whether this is retrogression. [paragraph continues] 


CHI 5 Aug 87 K 11 CHINA 
NATIONAL AFFAIRS 


Since these comrades are divorced from practice, life, and the national conditions 
characterized by backward productive forces, talk about socialist principles in the 
abstract and, when discussing socialist principles, attach many things from abroad 
which are not the inherent attributes of socialism, it is very difficult for them not 
to draw erroneous conclusions in observing the reform. 


Chinese characteristics lie in China's national conditions. If we do not understand 
our national conditions, there will not be any characteristics. All comrades who 
sincerely and faithfully support building socialism with Chinese characteristics should 
make great efforts to understand our national conditions, including conditions in 
provinces, counties, and townships whenever they consider problems and carry out their 
work. 


FORUM DISCUSSES INITIAL STAGE OF SOCIALISM 


HKO41111 Beijing WEN ZHAI BAO in Chinese No 437, 26 Jul 87 p 6 


[Article excerpted by Wei (3837) from LILUN XINXI BAO: "Gong Yuzhi Discusses Initial 
Stage of Socialism"] 


[Text] At a forum sponsored by the Theoretical Bureau of the CPC Central Committee's 
Propaganda Department on 25 June, Gong Yuzhi expressed his views on the initial stage 
of socialism. He said that the 16 June RENMIN RIBAO article is good, but the 
explanations are not clear. He said that the initial stage of socialism should be 
judged from the _ following: First, viewed dimensionally, China's conditions are 
different from other countries; second, viewed from the stages, it is the initial 
rather than a higher stage; and third, viewed from general understanding, it is 
necessary to reexamine our understanding of socialism in the past. The arguments for 
reform will be comprehensive only by simultaneously giving explanation from the three 
aspects. 


We should determine the stages from the framework of socialism rather than the 
diversified economic sectors. Diversified economic sectors exist im any social 
formation. While discussing the initial stage of socialism, many comrades have 
stressed this issue because large numbers of new problems have emerged in reform. 


How should we judge the principal contradiction at the initial stage of socialism? No 
satisfactory views have been expressed on the question so far. Generally speaking, 
there must be some practical targets to show which system is better. The level of 
economic development is a very important thing. All other problems can be eventually 
solved and consolidated only by relying on the solution of economic problems. Some 
comrades have asked: Can we regard the principal contradiction of the initial stage of 
socialism as "the contradiction between backward production and the increasing needs?" 
Under the historical background in China, backward production has the characteristics 
of the initial stage. Therefore, we must solve all problems by focusing our attention 
on developing productive forces rather than carrying out reform for the sake of reform 
and separating reform from the productive forces. It will probably be a good method to 
seek a simple language to analyze the principal contradiction and provide a theoretical 
basis for the ongoing reform and construction. 
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CHENG MING VIEWS BEIJING'S ‘UNSTABLE ATMOSPHERE ' 


HK310915 Hong Kong CHENG MING in Chinese No 118, 1 Aug 87 pp 12-13 


[Article by Special Correspondent Chang Chuan [1603 1557]: "Reactionary Slogans, 
Explosions, and Terrorist Activities -- Unstable Atmosphere Inside and Outside Beijing") 


[Text] The Series of Explosions in July [subhead] 


In the small hours of the morning of 17 July, many people living in the vicinity of 
Qianmen and Dashilan were awakened from their dreams by a great bang. This was another 
explosion at Tiananmen Square and the Chairman Mao Memorial Hall. 


Since the beginning of the year, explosion incidents like this one have occurred one 
after another. There have also been some cases of unsuccessful explosions. For 
example, in January of this year, a young man clad in a military overcoat and carrying 
10 grenades attempted to blow up Mao's Hall and corpse. However, he was captured 
before he managed to set the grenades off. There were also several similar cases in 
July. 


"Down with the New Gang of Four of Peng Zhen, Bo Yibo, Hu Qiaomu, and Deng Liqun!" 
(subhead ] 


These successive cases of explosions pounded Zhongnanhai one after another. More 
shocking to the CPC top level were the cases of "reactionary slogans" that occurred 
from the latter half of June to the latter half of July in Beijing. These "reactionary 
slogans" are mainly “aimed at" the conservatives headed by Peng Zhen. 


On 27 July, the slogans of "Down with the new gang of four of Peng Zhen, Bo Yibo, Hu 
Qiaomu, and Deng Liqun;" “Expose and criticize crimes of the new gang of four who 
brought calamities to the country and the people;" and "We want democracy and freedom 
not autocratic rule" were found at the same time in Chongwenmen, Xidan, and Dongsi. 
More surprisingly, later on the Beijing Municipal Public Security Bureau received a 
phone call from the so-called organization of "the young vanguard of democracy, 
freedom, and progress" that claimed responsibility for the political slogans on 27 
June. This phone call was a heavy bomb for the Public Security Bureau, because this 
was the first time in China that an offender had dared to call the police after an 
incident. 


This case has still not been solved. The Public Security Bureau officers think that 
this was probably done by several young students. 


The Assassination and Explosion Plan ([subhead] 


There was also another incident that shocked the public security organs. An open 
letter to foreign correspondents, a letter to the U.S. President, and an open letter to 
the UN secretary general were found on a person traveling from northeast China to 
Beijing. An 80-page book of the so-called “record of CPC crimes" was also seized. 
However, the arrested person died mysteriously during interrogation. Through the use 
of a chemical applied to the back page of the "record of CPC crimes," plans for an 
assassination and explosion were also found. [paragraph continues] 
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In these plans, Deng Xiaoping was listed as the No 1 target for assassination, and 
several dozens of places like Tiananmen Square, the Beijing Railway Station, Beijing 
Airport, the Great Hall of the National People's Congress, Beijing Hotel, the offices 
of RENMIN RIBAO, the Central Television Station, the Ministry of Public Security, and 
so on were listed as bombing targets. This case is another major earthquake for the 
police. 


As with the incident of the “reactionary slogans," this case was not reported in the 
newspapers, either. Therefore, few people know about it. 


Mr. Deng Lost His Temper and the Heads of Public Security Affairs Were Criticized 
[ subhead] 


After these successive explosions and attempted explosions, Zhongnanhai was pretty 
nervous. Newly appointed Minister of Public Security Wang Fang and Minister of State 
Security Jia Cunwang, were severely criticized by the Political Bureau. It was 
disclosed by some insiders that Deng Xiaoping became very angry and indignantly issued 
an order to absolutely stop similar cases from happening in the future. 


The Special Minesweeping and Anti-Explosion Force Works All Night Long [subhead] 


When the Ministry of Public Security received a letter before the 17 July explosion 
from somebody threatening to make trouble in Beijing before the 13th party congress, a 
special minesweeping and anti-explosion force of over 700 troops was formed. Since the 
2d day after the explosion, the force has inspected and swept for mines in key spots of 
the city every night. The Ministry of Public Security requires them to work 
around-the-clock. The Armed Police Corps in Beijing also received a notice canceling 
all leave until after Army Day on 1 August, in an effort to ensure security in Beijing 
before the 13th party congress. 


Checking on Residents and Drifters From Other Places [subhead] 


In light of the present situation, the public security departments are preparing to 
launch in August a mass campaign of checking residents, combing out drifters from other 
places, and cracking down on criminals. The main purpose of this campaign is to crack 
down on active counterrevolutionaries, particularly those bad elements who are 
attempting to cause explosions. Police officers have been warned that wherever 
problems occur, the responsible officers will be severely punished. 


However, hardly does one wave in the society subside when another rises. The shadow of 
the issue of the handling of West Germany's nuclear wastes has moved from Beijing to 
the west borderland. 


The Acceptance of West Germany Nuclear Waste Causes a Disturbance [subhead] 
It has been disclosed by informants that in order to get West German nuclear energy 


technology, the Chinese Government has agreed to handle the nuclear waste for the West 
German Kraftwerk Union. [paragraph continues] 
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This agreement was basically reached during the recent visit to China by West German 
Chancellor Kohl. According to this agreement, West German nuclear wastes will be 
sealed in West Germany and then shipped to the northern part of Nei Monggol and the 
Gobi Desert in northwestern China. 


This news spread quickly and aroused general dissatisfaction throughout the region of 
Nei Monggol. Even Vice President Ulanhu expressed his dissatisfaction. 


The Students in Nei Monggol Plan To Hold Demonstrations [subhead] 


It is said that young students in Hohhot, the capital of Nei Monggol, are planning to 
organize demonstrations and meetings to protest the move of the government to accept 
the nuclear wastes. Meanwhile, there is also dissatisfaction in places near Nei 
Monggol like Gansu, Qinghai, Ningxia, and Xinjiang. 


Fearing that this incident could lead to disturbances, not long ago the Beijing 
Government called in the ambassador of West Germany and proposed to continue to discuss 
some of the details of the agreement. Moreover, Deng Xiaoping criticized the State 
Council for this incident and maintained that this was not handled properly. The 
Political Bureau also called a special meeting to study problems which might possibly 
crop up and listened to a report by Zhang Shuguang, CPC Secretary of the Nei Monggol 
Autonomous Region. 


The Social and Political Crises Are Deepening [subhead] 


The dissatisfaction of the people living in the borderland over the handling of nuclear 
wastes for a foreign country and the explosion incidents are two things of a different 
nature. The first is about people protecting their own interests and the second is 
about generating consequences that are detrimental to the public interest. It is 
understandable that some of the people who are trying to start explosions are 
dissatisfied with the present system and are especially angry with the bureaucratists 
and the privileged stratum. Nevertheless, people with revolutionary ideals should not 
resort to these violent and terrorist means to express their anger. 


Judged by these situations, the social and political crises in Mainland China are 
deepening. The diehards think that these were caused by the reform and opening up to 
the outside world. In fact, the truth is just the opposite. It is exactly because 
China has not yet been sufficiently politicaliy opened up and reformed that the crises 
are constantly emerging and deepening. If the slogans opposing the diehards and 
autocrats are regarded as "reactionary slogans," isn't it a confirmation of the 
diehards and the autocracy? 


One wishes that these stubborn political leaders would sober up in the face of the 
undesirable explosions and the desirable slogans for democracy! 
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NEWSPAPER PHOTO STIRS SPECULATION ON HU YAOBANG 


HKO20256 Hong Kong SOUTH CHINA SUNDAY MORNING POST in English 2 Aug 87 p 1 
[By Marlowe Hood in Beijing] 


[Text] A front page photograph in the PEOPLE'S DAILY and other major Chinese papers 
yesterday has renewed speculation on the political future of deposed Chinese Communist 
Party leader Mr Hu Yaobang. 


Mr Hu is pictured in the company of other top leaders at a “grand rally" held in 
Beijing on Friday to commemorate the 60th anniversary of the People's Liberation Army. 
Sitting on either side of Mr Hu were President Li Xiannian, Mr Deng Xiaoping, Premier 
and Acting Party head Mr Zhao Ziyang, Standing Committee member, Mr Chen Yun, and 
Central Military Commission Vice-Chairman Mr Yang Shangqun. 


It is noteworthy that Mr Hu was pictured at a meeting marking the anniversary of the 
PLA. At the time of his dismissal, there was considerable speculation that the 
military was instrumental in his removal. 


Two independent sources said that key military leaders threatened in an important 
meeting last December to take unilateral action if Mr Hu did not step down. 


PLA leaders were apparently against Mr Hu replacing Mr Deng as head of the Central 
Military Commission, which seemed likely at that time. 


This is the third time that Mr Hu has appeared in public since his dismissal from the 
top party position on January 16. 


On March 25 he attended the opening session of the annual National People's Congress. 
On April 22, he was shown on state television casting a vote in Beijing local 
elections. He made no public statements on either occasion. 


While Mr Hu is almost certain to lose his seat on the powerful, five-member Standing 
Committee at October's 13th Party Congress, there is a reasonable chance that he will 
not be removed from the Politburo, according to informed sources. China's top leaders 
-- perhaps including Mr Hu -- are in the summer resort of Beidaihe this month hammering 
out the agenda for the congress, where such decisions will be announced. 


If Mr Hu retains his Politburo position, it would signal the weakening of conservative 
leaders such as Mr Bo Yibo, Mr Deng Liqun and Mr Peng Zhen, each of whom has added at 
one time or another to the initial criticisms of the fallen party leader. 


Even at the time of his removal, the SUNDAY MORNING POST has learned, an internal par':y 
document specifically prohibited the removal of publicly displayed photograpb., 
calligraphy or quotations of Mr Hu. 
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XIZANG'S WU JINGHUA ATTENDS ARMED POLICE MEETING 


HKO20243 Lhasa Xizang Regional Service in Mandarin 1030 GMT 31 Jul 87 


[Excerpt] The Xizang Armed Police Force held a solemn gathering on 30 July to mark the 
60th anniversary of the founding of the PLA. Ngapoi Ngawang Jigme, vice chairman of 
the NPC Standing Committee and chairman of the regional People's Congress Standing 
Committee, attended the meeting. Also present were regional party, government, and 
Army leaders including Wu Jinghua, Pagbalha Geleg Namgya, Raidi, Doje Cering, Mao 
Rubai, Dandzin, and Jiang Hongquan. (Wang Hongliang), political commissar of the 
Xizang Armed Police, presided. (Li Jiarui), commander of the Armed Police, made a 
speech. [passge omitted] 


XIZANG LEADERS ATTEND ARMY DAY SOIREE 


HKO30439 Lhasa Xizang Regional Service in Mandarin 1030 GMT 2 Aug 87 


[Excerpts] On the evening of 1 August, a Xizang Autonomous regional comfort group held 
a grand party of theatrical performance at the Cultural Palace of the Working People in 
Lhasa to warmly celebrate the 60th anniversary of the founding of the Chinese PLA. 
Attending the party were Ngapoi Ngawang Jigme, vice chairman of the NPC Standing 
Committee; as well as Wu Jinghua, Raidi, Mao Rubai, Dangzin, Cyanincain Norbu, Sengqen 
Lozong Cyaincain, Langjie, Samding Doje Pamo, Yang Zongxin, and (Gongbasa Tudeng 
Jiezha), leading comrades from the autonomous regional party committee, the regional 
advisory commission, the regional People's Congress, the regional people's government, 
and the regional CPPCC committee. 


Among those invited to attend the party were Jiang Hongquan and Zhang Shaosong, 
commander and political commissar of the Xizang Military District, as well as (Liu 
Yongkang), responsible person from the district's Discipline Inspection Commission. 


Invitees at the party also included Puncog Wangje, vice chairman of the Nationalities 
Committee under the NPC, and Ngapoi Cedain Zhoigar, vice chairman of the All-China 
Women's Federation. [passage omitted) 


YUNNAN GATHERINGS CELEBRATE PLA ANNIVERSARY 


HK310257 Kunming Yunnan Provincial Service in Mandarin 2200 GMT 30 Jul 87 


[Excerpts] The Yunnan provincial and Kunming city party committees and governments 
held a gathering in the Kunming People's Victory Hall on 30 July to celebrate the 60th 
anniversary of the founding of the PLA. [passage omitted] The function was attended 
by leading party and government comrades of Yunnan and Kunming including Pu Chaozhu, He 
Zhiqiang, Zhu Zhihui, Liu Shusheng, Li Xingwang, Yin Jun, Li Guiying, Liang Jia, Wang 
Xintian, and Pan Yingsheng; leading comrades of Chengdu Military Region and PLA units 
stationed in Yunnan including Fu Quanyou, (Meng Jinxi), Wang Zuxin, Zhao Kun, (Cai 
Zhen), and (Bai Quan); and Xie Zhenhua. [passage omitted] 
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The Yunnan Military District held a grand rally on the morning of 30 July to celebrate 
the 60th anniversary of the founding of the PLA and the 30th anniversary of the 
founding of the military district. [passage omitted] Commander Wang Zuxin presided at 
the gathering, and Political Commissar Zhao Kun delivered a report. [passage omitted] 


The cadres and fighters at the Laoshan front held a grand fully-armed parade on 30 
July, at which they were reviewed by leading comrades of the Chengdu Military Region. 
After the conclusion of the parade, a responsible person of the Political Department of 
the Military Region read a comfort cable to the Laoshan front commanders from the three 
PLA general departments. In a speech, a leading comrade of the Military Region called 
on the commanders and fighters in the combat zone to work hard to display the five 
kinds of revo.utionary spirit advocated by Chairman Deng Xiaoping of the Central 
Military Commission, and fulfill their task of guarding the border and fighting in 
self-defense as practical action to greet the 13th party congress. 


Armed Police Parade 
HKO20117 Kunming Yunnan Provincial Service in Mandarin 2200 GMT 1 Aug 87 


[Excerpts] The Yunnan Provincial Armed Police held a grand Army Day parade in Kunming 
on 1 August. Responsible comrades of the provincial party and government and the PLA 
units stationed in Kunming reviewed the parade. 


The parade began amid the strains of the national anthem at 0900. Pu Chaozhu, 
secretary of the provincial party committee, made a speech. [passage omitted] He 
said: Since their establishment 4 years ago, the Armed Police units have seriously 
implemented the instructions of the CPC Central Committee, the State Council, and the 
Central Military Commission, and have upheld the principle of governing themselves with 
strictness under the leadership of the party committees, government, and public 
security organs. They have done well in fulfilling their tasks of preserving national 
sovereignty and dignity, upholding public order, guarding the leading organs of the 
party and government, important targets, and people's life and property, and ensuring 
the smooth progress of socialist modernization. They have made important contributions 
to maintaining stability and unity in Yunnan. [passage omitted] 


Secretary Pao Chaozhu, Governor He Zhiqiang, Central Advisory Commission member Liu 
Minghui, and Yunnan Military District Commander Wang Zuxin then reviewed the parade. 
They were accompanied by (Huang Tingdong), commander, and (Duan Zili), political 
commissar, of the provincial Armed Police. [passage omitted] 
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HEILONGJIANG LEADERS ATTEND ARMY DAY FORUM 28 JULY 


SK290648 Harbin Heilongjiang Provincial Service in Mandarin 2100 GMT 28 Jul 87 


[Text] On the afternoon of 28 July, responsible comrades of the provincial and Harbin 
City party, government, and Army organs held a forum at the Harbin Youyi Palace to mark 
the 60th anniversary of the founding of the PLA. The meeting hall on the third floor 
of Youyi Palace was filled with a harmonious and cordial atmosphere. Leading comrades 
of the Army and the locality were full of joy and their cheerful laughter reverberated 
in the hall. 


The forum was presided over by Li Gensheng, secretary of the Harbin City party 
committee. Liu Jingsong, commander of the Shenyang Military Region, gave a speech at 
the forum. He said: Not long ago, in the Da Hinggan Ling fire-fighting struggle, more 
than 1,400 Army officers and soldiers gave up their holidays, and approximately 1,800 
comrades, who had decided to be transferred to civilian jobs, persisted in going to the 
fire forefront. What power has inspired us? There is but one reason -- because we 
come from the people. When the people need us, we cannot retreat. 


He Daoquan, commander of a certain combined army, Ma Chunwa, political commissar of the 
provincial military district, and (Tan Qitang) president of a certain air force 
academy, gave speeches in which they thanked the provincial party and government organs 
and the masses of people for their support. 


Sun Weiben, secretary of the provincial party committee, said: This year's Army Day 
will be different from those of previous years. In the land of Heilongjiang, the 
sentiments between the army and the people have become much closer. I hupe that all 
soldiers will find this unusual festival happier than ever. 


Liu Zenhua, political commissar of the Shenyang Military Region; Shao Zhao and Song 
Yishang, responsible persons of locally stationed PLA units; Hou Jie, Chen Yunlin, 
Huang Feng, Zhang Xiangling, Wang Fei, and Yang Zirong, leading comrades of the 
province; and Qi Guiyuan, director of the propaganda Department of the provincial party 
committee, attended the forum. 


HEILONGJIANG SECRETARY AT ARMY DAY GET TOGETHER 


SK310534 Harbin Heilongjiang Provincial Service in Mandarin 2100 GMT 30 Jul 87 


[Excerpt] On the afternoon of 30 July, the theater at the provincial exhibition hall 
resounded with laughter. Commanders and fighters of the local PLA units and the people 
of Harbin City, the provincial capital, -- more than 2,000 in all -- gathered here to 
attend the get together sponsored by the province and Harbin City to celebrate the 60th 
anniversary of the Chinese PLA. Present at the get together were leading comrades of 
our province and the PLA units stationed in the province, including Sun Weiben, Li 
Jianbai, Hou Jie, Li Genshen, Chin Yunlin, Liu Chingguo, Ma Chunwa, Huang Feng, Wang 
Fei, He Daoquan, und Dong Yisheng. They joined the people to celebrate the grand 
festival of the People's Army. [passage omitted] 
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SUN WEIBEN INSPECTS SUIHUA PREFECTURE 


SK030245 Harbin Heilongjiang Provincial Service in Mandarin 0900 GMT 1 Aug 87 


[Excerpt] Suihua Prefecture has extensively launched the activity of making the militia 
prosperous through science and technology, thus accelerating the development of the 
commodity economy throughout the prefecture's rural areas. 


On the eve of the 60th anniversary of the founding of the PLA, while inspecting the 
militia work of Suihua Prefecture, principal leaders of the Shenyang Military Region 
and the provincial party committee, including Liu Jingsong, Liu Zhenhua and Sun Weiben, 
spoke highly of the achievements in launching the activity to make the militia 
prosperous through science and technology. 


At the prefectural meeting to exchange experiences to make the militia and reserve 
force prosperous through science and technology, which ended in Suihua City on 31 July, 
Lanxi, Zhaozhou, Anda, and Wangkui introduced their experiences in encouraging their 
militiamen to study and apply science with an aim toward serving the four 
modernizations. [passage omitted] 


GAO DI ATTENDS JILIN PLA MEETING 


SK300054 Changchun Jilin Provincial Service in Mandarin 2100 GMT 29 Jul 87 


[Excerpt] On the morning of 29 July, PLA unit No 81021 stationed in our province held a 
meeting to commend the emerging advanced units and individuals in training competent 
personnel for both army and civilian services, to sum up the experience gained by the 
PLA units in training competent personnel for both army and civilian services, and to 
show appreciation of the support given by various localities to the PLA units in 
training competent personnel for both army and civilian services. 


Attending the meeting were leading comrades from the provincial and Changchun City 
party and government organs, including Gao Di, He Zhukang, Wang Zhongyu, Liu Yunzhao, 
Wu Yixia, and Wang Jiatong; and responsible comrades from PLA unit No 81021 including 
(Ma Fengtong), (Fan Wenzhong), (Qian Bo), (Zhang Fuyuan), (Su Ruixiang), and (Dong 
Shanfan). [passage omitted] 


GAO DI AT RECEPTION FOR RETIRED CADRES 


SK300130 Changchun Jilin Provincial Service in Mandarin 2100 GMT 29 Jul 87 


{[Excerpt] On the evening of 29 July, Jilin Province and Changchun City jointly held a 
reception at the Dazhong Theater in Changchun City to honor retired veteran cadres of 
the Armed Forces. 


Attending the reception were responsible comrades from the provincial and Changchun 
City party and government organs, including Gao Di, He Zhukang, Wang Zhongyu, Liu 
Yunzhao, Gao Wen, Gu Changchun, Wu Yixiz, and Wang Jiatong; and retired veteran cadres 
of the armed forces, including (Zong Ying), (Quan Zhufang), (Wu Xinhong), (Zhu Fei), 
(Wang Qixing), (Wang Qingyun), (Shi Luo), and (Ma Shenyang). [passage omitted] 
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GAO DI PRESIDES OVER FORUM MARKING ARMY DAY 


SK310700 Changchun Jilin Provincial Service in Mandarin 2100 GMT 30 Jul 87 


[Excerpts] In order to mark the 60th anniversary of the founding of the Chinese 
People's Liberation Army, leading comrades from the provincial and Changchun City 
party, government, and Army organs held a forum at the Nanhu Guesthouse on the 
afternoon of 30 July to relive the friendly feelings between the Army and civilians and 
to joyfully celebrate the occasion. 


Comrade Gao Di, secretary of the provincial party committee, presided over the forum, 
at which Wang Zhongyu, deputy secretary of the provincial party committee, delivered a 
speech on behalf of the provincial party committee, the provincial People's Government, 
the Changchun City Party Committee, and the Changchun City People's Government. 
[passage omitted] 


Also attending the forum were leading comrades, including Wang Daren, Zhao Xiu, He 
Zhukang, Liu Jingzhi, Gao Wen, Li Deming, Gu Changchun, Liu Xilin, Wu Yixia, Wang Li, 
Wang Jiatong, Ma Fengtong, Bai Wenzhong, (Xie Decai), (Ma Chi), and Wu Lequn. 


The forum was filled with an enthusiastic atmosphere of Army-civilian unity and 
profound feelings like water and fish. 


GAO DI ADDRESSES CADRES WORK CONFERENCE 


SK310712 Changchun Jilin Provincial Service in Mandarin 2100 GMT 30 Jul 87 


[Excerpt] On the morning of 30 July, the Jilin Provincial CPC Committee and the 
provincial People's Government held a meeting of responsible cadres from various 
departments, commissions, and bureaus at the provincial level to make work arrangements 
for the current and next periods and to urge the party committees and governments at 
all levels to do a good job in carrying out work in a down-to-earth manner in the next 
5 months and laying a foundation for the next year's work. 


Attending the meeting were leading comrades from the provincial party committee, the 
provincial Advisory Commission, the provincial People's Congress, the provincial 
people's government, the provincial CPPCC Committee, and the provincial Discipline 
Inspection Commission; and a number of veteran comrades who had retired from the 
provincial-level organs. 


Comrade Gao Di introduced Comrade He Zhukang, deputy secretary of the provincial party 
committee and acting governor of the province, at the meeting. 


At the meeting, Comrade Gao Di delivered a report on the situation in the province's 
work and a speech on the issues of future work. [passage omitted] 
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VICE FOREIGN MINISTER ON RUMORED PRC-ROK TIES 


0WO21351 Taipei International Service in English 0200 GMT 31 Jul 87 


[Text] Vice Foreign Affairs Minister Wang Fei said at a press conference Wednesday 
that the ministry has no knowledge of the rumors that South Korea and Chinese 
Communists are normalizing theix relations. 


Recent foreign press reports have said that South Korea [words indistinct] 
cross-recognition policy before the Olympic Games. Wang said that, quote, the Ministry 
of Foreign Affairs has checked with various diplomatic channels, but cannot confirm the 
statement, unquote. 


The term cross-recognition means that the Soviet Union and Communist China recognize 
South Korea while the U.S. and Japan recognize North Korea. 


SPOKESMAN SAYS NO TEAM TO GO TO ‘NATIONAL GAMES' 


0W040703 Taipei CHUNG YANG JIH BAO in Chinese 31 Jul 87 p 1 


[Text] Chiu Chin-i, spokesman for the Ministry of Foreign Affairs, yesterday 
categorically denied that the Republic of China will send a team to participate in the 
"Sixth ‘National’ Games" to be held in Guangzhou on Mainland China at the end of this 
year, and pointed out that the report is purely a "united front work trick" of the 
Chinese Communists. 


At a news conference held by the Government Information Office of the Executive Yuan on 
the morning of 30 July, Chiu Chin-i said: In view of the basic policy of opposing 
communism and of national recovery, under no conditions should our citizens participate 
in any competitions or activities held on the mainland. 


According to foreign news agency reports, the Chinese Communist sports authorities 
announced to foreign reporters that Communist China will hold the "Sixth ‘National’ 
Games" in Guangzhou at the end of this year, and that a "Taiwan Provincial Team" would 
participate. 


BANK GOVERNOR SEES CONTINUED CURRENCY RISE 


0W300313 Taipei CNA in English 0239 GMT 30 Jul 87 


[Text] Taipei, July 30 (CNA) -- The New Taiwan dollar will continue to appreciate 
gradually against the U.S. dollar in order to minimize the adverse impact on the 
nation's small and medium businesses in spite of U.S. requests that the NT dollar 
appreciate to 30 to one U.S. dollar immediately, Governor Chang Chi-cheng of the 
Central Bank of China said Wednesday. 


He stressed that even if the NT dollar's exchange rate rises one NT dollar against the 
greenback now, it will still not guarantee that the U.S. Government will not retaliate 
by resorting to Section 301 of the U.S. Trade Act of 1974 or cancelling the GSP 
(Generalized System of Preferences) treatment granted to ROC exports in the future. 
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"We can not stop the inflow of so-called ‘hot' or speculative money again if the NT 
dollar sharply appreciates against the greenback at this moment. And this will 
adversely affect the Government's easing of foreign exchange controls earlier this 
month,” Chang noted. 


Meanwhile, an official of the Ministry of Economic Affairs said that Premier Yu 
Kuo-hua, very concerned about the U.S. request to appreciate further the NT dollar, has 
twice summoned the ministers of finance and economic affairs and the governor of the 
Central Bank of China to map out appropriate countermeasures. 


The official noted that the U.S. pressure for the NT's sharp appreciation will never 
cease as long as the ROC continues to run a huge trade surplus with the United States. 
He disclosed that. in addition to actively assisting local manufacturers to diversify 
their overseas markets, finance authorities plan to drastically cut import tariff 
rates, further open local markets and remove all import barriers in order to reduce the 
nation's trade dependence on the United States, thereby alleviating the adverse impact 
of U.S. protectionist pressure. 


U.S. PRESSURE ON CURRENCY REVALUATION VIEWED 


0W022014 Taipei International Service in English 0200 GMT 2 Aug 87 
(Station commentary] 


[Text] What gves up must come down. Well, not always. At least, not the Taiwan 
dollar. Just when manufacturers were starting to believe that the Taiwan dollar has 
stabilized at the rate of 31 to 1 U.S. dollar, in comes more U.S. Government pressure 
and out goes the Taiwan dollar. 


The new pressure brought to bear on the Republic of China [ROC] on Taiwan to appreciate 
its currency comes from Washington as sort of a warning. The message is: If you don't 
do something to balance trade with the U.S., either the new trade bill in the Congress 
or the currency appreciation rate pressure will make you do something. 


The message is not well-taken for several good reasons. For starters, the Republic of 
China on Taiwan has been doing a lot to reduce its trade surplus with the U.S. The ROC 
has drastically lowered tariffs, sent special procurement missions to the U.S. and 
liberalized its financial and other domestic markets, making it easier for U.S. service 
and other industries to compete on Taiwan. Second, using currency exchange rates as a 
means to balance trade is neither practical nor smart. By trying to force the ROC on 
Taiwan to appreciate its currency, the U.S. is telling American retailers that they 
must pay more for goods made in Taiwan. The higher prices of course transfer to the 
American consumer. Making the American consumer pay higher prices has definitely got 
to be one of the oddest and most dubious ways of solving America's trade problem. 


If we have said it once, we have said it a hundred times: making your trade partners 
less competitive does not make you more competitive. Somebody else just steps in to 
fill the void. As they have every right to be, manufacturers in the ROC on Taiwan are 
downright beside themselves for having to bear the brunt of the appreciation pressure. 
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In a poll taken this week, most manufacturers indicate that they would rather see U.S. 
trade retaliation in the form of reduced GSP status for Taiwan. Others even said they 
would be willing to have Section 301 of the U.S. Trade Act thrown at Taiwan. Their 
point is that the appreciation of the Taiwan dollar is becoming the worst of many 
protectionist evils coming out of Washington these days. Only a half of the poll's 
respondents say that they have adequately prepared for a 30 to 1 exchange rate. 
Anything beyond that, they say, will severely cripple their businesses. Many are now 
only breaking even. 


ROC Government officials meanwhile are saying that the appreciation of the Taiwan 
dollar serves not to help America, but the ROC's trade competitors in the U.S. market. 
Specifically South Korea and Hong Kong are the first beneficiaries of a higher valued 
Taiwan dollar, because U.S. retailers will turn to them for products. Thus the 
currency appreciation tactic is a no-win situation for both the ROC and the U.S.A. The 
Americans should figure this out before the appreciation apocalypse occurs, leaving 
their trade partners in economic shambles, too broke to buy anything from the U.S. 


MOVES TO LIBERALIZE MONETARY SYSTEM IN PROGRESS 


0W291005 Taipei CNA in English 0935 GMT 29 Jul 87 


[Text] Taipei, July 29 (CNA) -- The Finance Ministry is working on an act to 
liberalize the nation's monetary administration system, Finance Minister Robert C. 
Chien said Wednesday. The act is expected to be finalized by the end of the year, 
Chien said. 


He said that the act will cover the structural adjustment of local banks and the 
deregulation of trust and investment companies as well as the opening of the insurance 
market. Following the deregulation of foreign exchange controls, foreign banks are 
expected to get involved in more foreign exchange operations, thus imposing stronger 
competition on local banks, Chien said. 


Local banks are subject to many restrictions in their operations because all of them 
are government-owned. In the face of rising competition from foreign banks, the 
structure of local banks must be changed to increase their survivability, Chien said. 
The ministry is considering either privatizing some banks or having some go under 
private management with the government retaining ownership. 


CHIANG CHING-KUO SPEAKS AT KMT MEETING 


0W300353 Taipei CNA in English 0233 GMT 30 Jul 87 


[Text] Taipei, July 30 (CNA) -- President Chiang Ching-kuo Wednesday instructed 
ranking government officials to study current taxes on agricultural lands and revise 
the university law so as to lessen the financial burden of local farmers and to promote 
the nation's educational development. President Chiang made his instructions at a 
Kuomintang [KMT] Central Standing Committee meeting in his capacity as the chairman of 
the ruling party. He also mentioned his ‘meeting Tuesday with 12 local seniors from all 
walks of life. 
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The President said that although he was greatly encouraged by the recognizance of the 
KMT'S achievements by the 12 local seniors, he felt the heavy responsibility the KMT 
has to shoulder in the years to come. The KMT must not only discover the people's 
problems, but work actively to resolve their problems, thereby letting the people know 
how the KMT is concerned about them, he said. 


President Chiang also said that KMT members should work to reduce the farmers' tax 
burden by thoroughly reviewing existing taxes levied on agricultural lands. 


Speaking of suggestions from education circles that the University Law be revised, 
President Chiang asked KMT officials to study it carefully to better the existing 
education system. 


After hearing a report by the KMT Central Committee's Department of Social Affairs, 
President Chiang directed KMT officials to make every effort to promote the harmonious 
relations between labor and management, which he said is the KMT'S basic policy for 
pursuing the nation's economic development. 
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